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delegates are carefully re-examining the basis on which many of them origilially leaned toward the 


General’s candidacy, namely: that he could draw many Democratic voters and possessed such a strong 
mass appeal that he could not lose. 


Now, the delegates are beginning to realize that the Genera!, as a result of taking stands on many 


issues, has lost many of his original advantages as a candidate. Today, he scarcely appears the sure 
winner that at first he seemed to be. 


For instance, there is now general agreement that the General has lost any chance of winning 
the Negro vote in general, and in particular in New York, where that vote is more politically conscious 
than elsewhere. For Ike has come out in opposition to FEPC. Since this Negro vote runs to at least 
300,000 in the state of New York, the possibility that Ike (if nominated) could win the 45 electoral 


votes of the Empire state is very slim. This bloc of votes is often considered a sine qua non if a 
GOP contender for the presidency is to win. 


Also, any casual perusal of the left-of-center press in New York shows that Ike has also lost two 
elements which originally took a favorable attitude toward him. The labor union leaders are now 


definitely anti-Eisenhower; and consequently the left-wing of the large Jewish vote in that state has 
obviously cooled off on the General. 


It is probably true that Senator Taft could not, any more than Ike, win these three voting classes 
—labor, left-wing Jewish and Negro. But Taft supporters point to three other minority groups who 
would not be for Ike if nominated but would, in considerable part, be for Taft if he were the candidate. 
These are: Polish, German and Irish Catholic. Ike, perhaps quite innocently, has offended the Polish- 
Americans. If they leave the Democratic Party in any numbers they will go to Taft. The Germans 
have long been for Taft, and are definitely anti-Ike. (See our analysis of their two groups in our issue 
of June 11th). Again through inept remarks about his being “fanatically Protestant”, and for various 
other reasons, Irish Catholics have been leaning towards MacArthur and/or Taft. 


Summing up — the failure of Ike to sweep the country off its feet when he returned from 
Europe, the loss of support among various groups as he took stands on this or that issue, and finally 
the fading of his chances in the populous state of New York definitely undermine the assumption that 


the General could beyond peradventure win the election if nominated. It is a reality which delegates 
to the Convention are facing. 


MacArthur: Leaders of the GOP privately say that MacArthur’s name will be placed in nomination 
for the Presidential candidacy at the Convention in Chicago next week, whether the General likes it 
or not. Fervent supporters of the General will actually enter his name in opposition to the General’s 


wishes. MacArthur wishes to cooperate completely with Taft, but he has no control over these 
fanatical admirers. 


Some of these militants claim that today they could muster 60 delegate votes, although observers 
believe this is a somewhat exaggerated estimate. The latter put the number at about 40. In the 
Associated Press tabulation, the total is 3.) 
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MacArthur talk took a sharp rise this week, as stories spread that he might get second place on 
the’ ticket with Taft. (HUMAN-EVENTS a week ago was the first to report this, saying that such 
a plan is considered Taft’s “ace in the hole”. The current talk is stimulated by a remark of Taft 
on a television show of last Sunday. When a questioner asked Taft what he thought of MacArthur 
as a running-mate, the latter happily replied that “it would be quite a ticket”. 


The MacArthur revival takes its impetus from several sources. Some delegates leaning to Taft 
fear that the Taft-Eisenhower struggle is attaining such bitterness that MacArthur, as a compromise 
candidate, might heal the wounds of the primary campaign and produce party unity. We learn by 
the grapevine that a revolt in the Eisenhower-dominated Massachusetts delegation last week sprang 
from not only discontent with Eisenhower control of that group, but also from MacArthur sentiment 


that had remained dormant for some months. The rebels — reported as numbering 8 delegates — 
seemed to prefer MacArthur. 


It is also said that some of the apparently pro-Eisenhower groups in the South battling Taft 
supporters for the Dixie delegations contain many MacArthur admirers. This has caused some 
nervousness among the Ike managers. 


‘Finally, much of the Irish Catholic reaction against Eisenhower in the New York area is mixed 
with support for a MacArthur candidacy. Whether true or not, the story has spread through this group 
of voters that last winter Cardinal Spellman and MacArthur had a private and very harmonious 
meeting. Many Irish Catholics believe the prelate favors the former Far Eastern commander as GOP 


candidate. It is noted that the borough of Queens, predominantly populated by this group, is strongly 
Republican and for Taft and/or MacArthur. 


Cold View: Today, on the eve of the GOP convention, what are the “cold turkey” prophecies in 
Washington? On Capitol Hill, most of the members, both Republicans and Democrats, believe, 
“It’s Taft.” They rely on the Associated Press poll, which gives Taft 484 and Ike 407, with 315 
uncommitted, contested, etc. Of the latter pool of votes, it is reasonable — say these Hill people — 


to assume that Taft would get about 40 per cent, figuring conservatively. That would result in a 
Taft majority. 


However, there are others who foresee a photo-finish and who believe that the Ike forces have by 
no means shot their bolt. These “others” are men who have no personal stake in the contest, who 
are paid well for their ability to make good guesses. They all believe that the wealthy backers of 
the General will try to “pull a Willkie blitz” at the last moment, deploying vast financial resources 
and pressures.. (Eisenhower may be quite unaware of this kind of pressure.) Some of these observers 
believe the blitz will succeed. Others differ, and believe that it will boomerang, since the memory of 


1940 is still vivid among delegates; that in the ensuing confusion both Ike and Taft will be rejected 
and that then MacArthur will be awarded the nomination. 


Democratic Unity: “I would find it difficult”, said Governor James F. Byrnes of South Carolina, 
yesterday, “to support anyone who would support a compulsory FEPC no matter how sugar coated.” 
This warning statement should bring up short those who have been coasting along in recent months 


on the theory that the Southern Democrats had become “regular” and docile, and that talk of a 
Southern bolt was outdated. 


The Byrnes crack was obviously directed at Governor Stevenson, the none too towering figure in 
the Illinois state house, who is the sole hope of holding the Administration party together. For, what 
other likely candidate looms in the Democratic picture — that is a candidate who can cement the North 
and South? ‘Russell, of course, cannot receive the support of the Northern big-city Democratic machines 
and ‘their preponderant delegations to the convention. And a roll call of the other hopefuls. presents 
a picture hardly encouraging to those who crave unity. 





Would the South revolt if Kefauver were the nominee? The answer here in Washington is “yes”. 
Harriman? Yes, decidedly. Truman? A ringing chorus of “naturally”. Kerr? No — but the 
Northerners would not permit the nomination of this “southerner”. Barkley? Maybe not — but he’s 
just too old to be seriously considered. 


In face of this situation, those who watch the great game here show suspicion of the bland 
assumption that the South will not revolt this year. What would the Southerners risk? The Dixiecrats 
have suffered no loss of patronage for their rebellion of 1948. No Southern member of Congress 
has lost seniority or the chairmanship of a committee as a result of the split in the last Presidential 
election. And every Southern member is keenly conscious that, without the South, the Democratic 
Party in Congress would not have enough votes to organize both Houses, elect presiding officers and 
distribute the spoils of chairmanships. Having “gotten away with” the Dixiecrat bolt of °48, they 
can well ask themselves, “What are we waiting for?” 


Lattimore Affair: Not everyone in the Capital takes at face value the news about the “false tip” that 
Lattimore had booked passage abroad and the subsequent gyrations of the State Department. 


As ‘reported in the press, the Department — acting on this “tip” relayed from the Central Intelli- 
gence Agency — banned travel abroad for the controversial professor, once described by Senator 
McCarthy as the “architect” of our disastrous policy in the Far East. Then came the exposure of 
the false tip, the rescinding of the ban and apologies from the State Department. 


The Washington Times-Herald editorially (June 29) finds the reversal by the State Department 
“fishy”. That paper thinks it “remarkable” that the Administration and State Department which have 
for so long defended Lattimore against charges by Senator McCarthy should turn around suddenly 


and ban his travel abroad, with the suggestion that he should not be allowed to visit behind the 
Iron Curtain. 


The newspaper editorial says: “If the very hint that he (Lattimore) was thinking of leaving the 
country was sufficient on Friday to take action clearly conveying an adverse judgment on Lattimore, 
why should the discovery of Tuesday that he wasn’t packing his bags, after all, alter the Department’s 
expressed view that it is not in the national interest to permit him out of the country?” 


“If he wasn’t trusted on Friday”, said the Times-Herald, “there is no better reason for the Depart- 
ment to trust him on Tuesday. Whether he wants to go or to stay has nothing to do with the judgment.” 


The Washington newspaper finds very “fishy” the State Department apology and asks, “What 
comes next?” It speculates: “Does the apology suggest that Lattimore is clear of suspicion not only 
concerning an intended exit, but of everything else? By creating general sympathy through an apparent 
act of petty injustice, the Department would imply by indirection that the great volume of charges. of 
more substantial character brought against Lattimore by McCarthy and others were equally unjust? 
That would be a convenient formula for discrediting the Senator and the evidence and giving Lattimore 
a pass as a much abused martyr.” 


In the Pentagon: American military circles reflect indigation over a British statement to the effect 
that the British government had a hand in the dismissal of MacArthur from his Far Eastern command. 
It happened like this: 


On June 26, Emmanuel Shinwell, former Minister of Defense in the Labor Government (at the 
time of MacArthur’s dismissal) made a statement which was recorded in Hansard (the British counter- 
part of our Congressional Record). Shinwell said: “When there was a prospect of General MacArthur’s 
taking action which exceeded his authority and which was resented not only in this country but in the 
United States, we took effective action.” There were shouts of “no” in the House of Commons. Shinwell 
continued: ‘“‘Well, if we did not take effective action I should like to know . . . why I and other members 
of the Labor Government were accused of taking action which brought about MacArthur’s dismissal?” 








.“x3y Regular; army officers in the Pentagon took this to mean that the British Government at least helped 
bting: about the historical dismissal.’ These: officers, regardless of their opinions about MacArthur, 
fovind:offensive the idea of a.foreign government suggesting removal of one of our officers. 

The episode, indeed, opened old sores dating from the last war, when many cases of such British 

interference with our military personnel occurred. In these cases, the British found certain U. §, 
officers. opposing their views on strategy or tactics in one matter or another, or sometimes simply 
reporting critically to Washington on British military actions. The British authorities in these cases 
pulled wires, usually via the White House or State Department, to have such American officers removed 
or transferred. 
.,., Lhe most striking example af this kind was British intrigue in Washington to have General 
Marshall transferred to another position where his views would not block British plans. This affair 
reached the columns of Washington papers early in 1944. The cabal failed. Another case involved 
Churchill’s antagonism towards General A. C. Wedemeyer who had criticized some of Churchill’s pro. 
posals for action in the Balkan’s. As a result, Churchill persuaded Roosevelt to have Wedemeyer 
trdnsférred from his position in war planning to the remote command of the China-Burma theater. 

Other episodes come to mind. An: American intelligence officer on the Libya front in 1942 sent 
reports to Washington critical of British handling of the situation. The British got him removed from 
this post and sent back to the Capital. In the same year, in Moscow, an American military attache 
took too realistic and critical a view of Soviet Russia, thereby incurring the distrust of a British left- 
wing official who helped to bring about the American’s recall. 

Anglophobia in the American Army, which was almost non-existent at the start of the war, grew 
rapidly as such things took place. The Shinwell remarks have set it going again. 


UN and Education: The New York Times in last Sunday’s front page manages, all in one “news” 
item, (1) to smear critics of our educational system, (2) to bolster the educational monopolists who 
want to smother criticism and (3) finally to prove that no critic or organization critical of these mon- 
opolists can get a fair deal from a paper boasting of its impartial treatment of news. 

__. Mr. Benjamin Fine, “educational” editor of the Times, wrote the piece. Reporting that opposition 
has been rising to teaching of information about UN and UNESCO, Fine ignores the criticism of the 
international organization by such writers as Frank Kent and Dorothy Thompson, and the natural 
reaction of the general public against an organization set up to prevent war which has dismally failed 
in its mission. Fine traces the opposition to “self-styled superpatriotic organizations or critical 
individuals.” 

' Is: the American Council on Education any more “self-styled” than the National Education 
‘Association, the big whale of the educational monopolists? Is it any more so than the American 
Association for the United Nations? And what is meant by “superpatriotic’? Obviously, the 
so-called. impartial Times reporter seeks to prejudice the reader about the critics of the educational 
monopolists. 

According to Fine, these latter organizations want to prevent teaching of “information” about 
the UN. Actually, of course, they do nothing of the kind; they want to prevent teaching of propa- 
ganda in favor of the UN. They very justifiably regard the American Association for the UN as a 
biased source of information; it admits as much in its title. 

However, in justice to the Times educational editor, he does report some news. He discloses 
(at least it is news to us) that in Houston, Texas, the school board recently banned the essay contest 
sponsored by the American Association for the UN; and that the Los Angeles school board recently 
directed high school teachers not to participate in the contest. Apparently not all cities deem the 
United Nations beyond criticism. 
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WHERE IS THE “GOING CONCERN” GOING? 
By G. W. ECKELBERRY 





Aco TWENTY YEARS AGO a depression started. Economic doctors were called in to 

diagnose the malady. One of these doctors was called the Temporary National 
Economic Commission, which was in fact a conclave of economic medicos. They dug 
deeply into the factors contributing to the collapse of the capital markets. They wrote 


many monographs on the subject. 


Some of the learned monographs emanating from the TNEC disclosed the remark- 
able discovery that American business operates in the form of a going concern. It should 
be pointed out that some of these economists had never had business experience. They 
had never been confronted with the problem of meeting a payroll. They had never 
sold goods in a competitive market, except perhaps their professorial services. They 


had never attempted to develop a small local store into a national chain. 


Perhaps they had read in the textbooks they used in their classes of the develop- 
ment of the Ford Motor Company, of the A & P Stores, of the Woolworth Stores and 
many others. Nevertheless these economists of the TNEC found apparently to their 
utter amazement that the American going concern requires constant refertilization to 
keep going. This, they found, was done largely through self-financing; the corpora- 
tions actually ploughed back profits in order to keep their equipment in shape and to 
provide funds for the expansion of their productive capacity. 


So, these economists pointed out in their monographs that American corporations 
had accumulated savings. They had even provided for the replacement of their capital 
equipment when it became necessary either because it wore out or became obsolete. 
They found, for example, that if a corporation bought a machine for $20,000 and, on 
the basis of their experiences with machines of this type, ascertained that it would be 
useful for twenty years, this corporation recognized a cost of $1,000 each year. In fixing 
its selling price this “depreciation” of $1,000 was included, with the hope that at the 


end of twenty years it would have accumulated funds with which a new machine could 


be bought. 
Again, these economists found that American corporations accumulated cash funds 


with which they could survive seasonal declines and business recessions. They con- 
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cluded therefore that American business had excess savings in the form of depreciation 


accruals, retained profits invested in plant expansion and cash reserves to carry them 


through periods of reduced revenues. 


Thus, they said, the American economy is matured and self-financing. No longer 
would it be necessary to go to Wall Street hat in hand for funds to finance replacements 
and expansion. Business, they said, “rolls its own”. Therefore, they said, the capital 


market became stagnant. 


These findings were not new to the businessman who had never studied economics. 
The neighborhood grocer knows that sooner or later he will have to replace his delivery 
truck and he saves an amount from his annual sales to provide for this necessary expendi- 
ture. Not only that, he frequently takes out of the business a bare living, hoping to 
become the proprietor of a Super Market with the profits which he ploughs back. 


7: IS PROBABLY difficult for one who has merely a textbook understanding of economics 
to appreciate the problems of the management of a going concern. Budgets and plans 
must be carefully prepared. The plant must be kept modern. The personnel must be 


well trained and competent. 


During the past few years planning and budgeting have been most difficult. 
Sudden revisions have become necessary. Unexpected wage increases have been required 
and in some cases without compensatory price adjustments. Sudden cuts in materials for 
civilian production, by Presidential decree, have necessitated sudden cuts in production. 
The recent increase in corporation income and excess profits taxes was made retroactive. 
Some companies have shifted to war production, which means retooling and a general 


overhauling of the production organization. 


In the event that the current recession becomes more pronounced, business will 
probably not be able to hold out as it did in the thirties. Then there was a cushion of 
savings, the very thing that the Keynesian blamed for the depression. Now business 
is short of working capital. The ratio of current assets to current debt is the lowest for 
the past ten years. Ten years ago cash on hand, government securities and amounts 
due from customers amounted to 1% times the current debt. Now the ratio is 1%. 
Some concerns have been forced to borrow to pay income taxes. In other words, 
business is short of cash. 


The income tax is the chief factor contributing to this stripping down of working 


capital. The present income tax is, to a considerable extent, a tax on capital. It taxes 
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profits reinvested in plant at the same rate as the profits paid out to share owners. 
In contrast, England, in its attempt to build a stronger economy, taxes profits ploughed 


back at a rate much lower than profits paid to share owners in dividends. 


Moreover, the American formula for calculating net income subject to tax during 
this period of inflation results in taxing capital. The deduction for depreciation must 
be limited to a certain per cent of the capital cost, depending upon its expected service 
life. It may be that the cost of replacing the machine comes to several times this original 
cost. A nationally known manufacturing company bought a machine in 1938 for 
$40,000. Last year it bought another one of the same type at the cost of $162,000. 
The difference of $122,000 had to come from profits after taxes. Assuming an average 
tax rate of 40 per cent during these 13 years, this company had to earn profits of $200,000 
before taxes in order to replace this machine. And at the end of thirteen years they 
were no better off than they were in 1938. 


It is not surprising therefore that cash working capital has been reduced. The 
government simply can not take from American corporations between 25 and 30 billions 


in one year and expect a healthy capital condition. 


_ savings which the Keynesians so criticised at the beginning of the thirties are 

simply not there. 1951 profits after taxes were less than those of 1950. First quarter 
profits of 1952 are less than of the corresponding period of 1951. With the higher 
taxes on workers’ incomes, new wage demands are being made to increase the “take home 


pay”; and higher wages add to the cost of production and lessen the profits margin. 


Not only has business lost a large portion of its cash reserves but so has the Federal 
government. The pay-as-you-go system adopted in 1943 places the government in a vul- 


nerable position in the event of a serious business recession. 


Individuals are largely paid up to date through withholdings. Corporations, to a 
considerable extent, are paid up through the purchase of Treasury Notes and Tax Antici- 
pation Certificates. Since appropriations keep pace with tax receipts, this pre-payment of 
taxes means that a drop in employment would leave the government with a reduced source 


of income. Prior to pay-as-you-earn, that is, prior to 1943, the government could look 


forward to a year’s revenue. 


To meet the budgetary requirements, then, deficit financing must be resorted to. 
And the “big debt”? economists, who have been rather quiet the last few years, will 


probably begin talking again about “supporting our economy” and “preserving our 








social gains”. Again they will probably tell us that there is really no reason to worry 
about a large public debt because “we owe it among ourselves”. As a matter of fact 
they may tell us that we are fortunate in having such a large debt for the reason that 
it “is an instrument of public policy” and that “it is a means to control the magnitude 
of the national income and, in conjunction with the tax structure, to effect income 
distribution”. Of course they won’t tell us that one sure way to perpetuate high taxes 
on income of future generations, with the impact upon individual incentive, is to have 
a huge debt. The going concern is built upon the incentive of individuals to produce — 


not upon a control of our national income through the mechanism of a large debt. 


has going concern is the very heart of our institution of individual enterprise and it 
must be saved. How? There is not one answer. But, one thing is certain — there 


must be a drastic cut in government spending, which in turn will afford substantial 
tax relief. 


Next, there must be a complete and overall study of our income tax laws which have 
been built up in a piecemeal fashion over the past 40 years. Some sections, attempting 
to define ‘‘net income” written during periods of comparatively stable price levels, should 
be reexamined in view of the recent inflationary trend. The dissipation of capital under 
the guise of income taxes can not be continued. A recent report of a committee of the 
American Institute of Accountants dealing with the “Nature of Business Income’’, and 
a recent study by the American Accounting Association, may point the way to a solution. 
Both of these reports deserve mature consideration, not merely by accountants, but by 
all who would preserve the goimg concern. 


Finally, there must be written into the law that incomes are to be taxed once and 
only once. Individual incomes are taxed once, partnerships are not taxed at all; the 


individual members simply report their respective portions of the partnership profits. 
In the case of corporations however the income is taxed twice. First, the corporation 
pays income and excess profits taxes on the profits earned, and again the individual share 
Owner must report his dividends received in his individual return. England, with its 


desperate need for revenues, still permits the share owner to deduct from his tax his 
portion of the tax paid by the corporation. 


The goimg concern has been badly damaged during recent years but is not yet 
destroyed. Perhaps it can be saved. If not, socialism in some form and probably 
with a different name will be the substitute. This is receivership for our economy. 





George W. Eckelberry is Professor of Accounting, Ohio State University, Columbus; a member of the Ohio 
Bar and a Certified Public Accountant. 
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